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CONFIDENTIAL ROME 4036 

E.O. 11652: GDS 
TAGS: ETRD, PINT, IT 

SUBJECT: POLITICAL IMPACT OF US PROTECTIONIST MEASURES AGAINST 
ITALIAN SHOES; THE OECD "SAFETY NET" 

REF: ROME 3949 (NOTAL) 

1 . THE PRESENT POLITICAL SITUATION IN ITALY AND THE PROBABILITY 
THAT THERE WILL BE CRUCIAL PARLIAMENTARY ELECTIONS AT SOME TIME 
DURING THE CURRENT YEAR, SHOULD REQUIRE US TO LOOK CAREFULLY 
AT ANY USG ACTION THAT WOULD SERIOUSLY IMPACT ON THE CHRISTIAN 
DEMOCRATS' ELECTORAL SUPPORT. FROM THIS POINT OF VIEW, WE WISH 
TO CALL ATTENTION TO THE QUESTION OF POSSIBLE US IMPORT 
RESTRICTIONS AGAINST ITALIAN FOOTWEAR WHICH ARE CURRENTLY UNDER 
CONSIDERATION WITHIN THE USG. THIRTY PERCENT OF ITALY'S FOOT- 
WEAR EXPORTS GO TO THE US AT A VALUE OF $290 MILLION. ITALY'S 
FOOTWEAR INDUSTRY EMPLOYS 92,000 PEOPLE, MOST OF THEM IS AREAS 
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(VENETO, MARCHE, CALABRIA, CAMPANIA). A SHARP REDUCTION IN 
EMPLOYMENT IN THOSE AREAS WOULD IMPACT ON THE DC VOTE; THE 
FACT THAT SUCH AN IMPACT WAS PRODUCED BY A USG ACTION WOULD 
PROVIDE THE KIND OF SIGNAL THAT WE HAVE BEEN TRYING TO AVOID. FOR 
THESE REASONS, WE BELIEVE IT ESSENTIAL THAT THE US NOT RPT NOT 
IMPOSE A TARIFF INCREASE ON ITALIAN SHOES. 

2. ACTION REQUESTED: THAT THE DEPARTMENT TAKE STEPS TO ASSURE 
THAT THIS TARIFF IS NOT INCREASED. 

3. IN ADDITION TO THE FOREGOING AND FOR THE SAME BROAD POLITICAL 
REASONS, THE DEPARTMENT SHOILD CONSIDER URGING OTHER COUNTRIES TO 
RATIFY THE OECD FINANCIAL SUPPORT FUND. ITALY IS FACING A SERIOUS 
PROBLEM IN THE MANAGEMENT OF ITS MEDIUM TERM FOREIGN DEBT. THE 
EXISTENCE AND AVAILABILITY OF THE "SAFETY NET" (WHICH COULD 
PROVIDE INITIALLY UP TO $1.6 BILLION IN ITALY) WOULD PROVIDE THE 

KIND OF PSYCHOLOGICAL REASSURANCE AND SECURITY THAT THE ITALIAN 
GOVERNMENT BADLY NEEDS. THIS WAS SHOWN ALL TOO CLEARLY BY THE GREAT 
ATTENTION GIVEN TO SECRETARY SIMON S REMARKS ON THE SUBJECT OF 
POTENTIAL FINANCIAL ASSISTANCE TO ITALY. VOLPE 
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